University of New Mexico

UNM Digital Repository
SourceMex

Latin America Digital Beat (LADB)

12-16-1992

Introduction Of "nuevo Pesos" Expected To Cause
Administrative Mayhem
Carlos Navarro

Follow this and additional works at: https://digitalrepository.unm.edu/sourcemex
Recommended Citation
Navarro, Carlos. "Introduction Of "nuevo Pesos" Expected To Cause Administrative Mayhem." (1992).
https://digitalrepository.unm.edu/sourcemex/2549

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in SourceMex by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 058349
ISSN: 1054-8890

Introduction Of "nuevo Pesos" Expected To Cause
Administrative Mayhem
by Carlos Navarro
Category/Department: General
Published: Wednesday, December 16, 1992
[Reprinted with permission of Knight-Ridder/Tribune Business News Service. Article originally
published on 12/05/92] By Gregory Katz, The Dallas Morning News Knight-Ridder/Tribune Business
News The pungent Mexican cheeses at Maria Elena Silva's shop in Mexico City's crowded Coyoacan
market have two prices: one in pesos, the other in "new pesos," a currency the government will
introduce on New Year's Day. A kilogram of Mrs. Silva's blue cheese costs 4,500 pesos or 4.5 new
pesos, each sum worth about US$1.50. The government plan designed to eliminate the astronomical
sums that have confounded consumers calls for the removal of three zeros. One new peso will
be worth one thousand "old" pesos. The transition is a bureaucratic nightmare. Payrolls must
be changed, restaurant menus rewritten and automated-teller machines reprogrammed. Every
business will be affected, from giant corporations to mom-and-pop taco stands. A government
campaign, including ubiquitous television ads and brochures translated into several Indian dialects,
has sought to assure the public that the change is simply cosmetic and will not lead to higher
prices. Business leaders seem convinced, but consumers remembering the rampant inflation and
peso devaluations of the 1980s are jittery, especially because similar "zero reduction" programs
have failed in other Latin American countries, including Argentina, Brazil and Nicaragua. "The
government is saying there will be no change, but I think this is a disguised devaluation that means
we will have more inflation in January," said Mrs. Silva, echoing a widespread fear. "Everyone is
very afraid. The government says there is no inflation, but costs are going up. And I think it will
be hard to handle both types of money." In an effort to ease the transition, the government will
allow "old" pesos to remain in circulation for two years. That means a dual system will remain in
effect. Credit-card vouchers will have to be written with the letter "N" before a sum if the amount
is to be paid in new pesos. The government also plans to print thousands of brochures in English,
French, German and other languages for the foreign tourists who flock to Mexico's beaches during
the winter months. The flyers will be distributed at entry points. A spokesperson at the Mexican
government tourism office in New York said that visitors will have to handle their money carefully
to make sure they know whether they are spending "old" or "new" pesos. Either currency will be
accepted and changed, and all items are supposed to be priced in both "old" and "new" pesos.
Visitors also should study credit-card vouchers before signing them, officials said. If the voucher
is to be paid in "new" pesos, it must be clearly marked with the letter "N." Customers could face
severe overcharges if the letter "N" precedes a total written in "old" pesos with the three extra zeros.
The new bills will be virtually identical to the existing bills. The new 20-peso note, for example, will
have the same blue color and the same historical portraits as the 20,000 peso note that has been
used for years. Officials hope this will lessen confusion. New coins will be introduced as well. David
Islas, a manager at the Telerey electronics store in the upscale Perisur mall, said it will be fairly easy
for him to change his prices and his payroll. A typical color TV will fall from 1.5 million pesos to
1,500 new pesos, or about US$500, he said. He does worry about mistakes made when writing up
credit-card purchases. "We'll have to pay more attention, at least at first, so the vouchers are filled in
correctly," he said. Mr. Islas is confident his store will not be hurt, but he said he is concerned about
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the public perception that the new peso will lead to serious price increases. He said an "inflation
psychology" is taking hold: "People expect a lot of inflation in the first few months." Many of
Mexico's successful leaders say the fears of fresh inflation are unfounded and praise the changeover
as a way to make financial transactions easier, whether numbers are written by hand or punched
into a calculator or computer. Demands on computer memory will be lessened because fewer digits
will need to be stored. The business community also says it will reflect Mexico's financial strength
and stability to have an exchange rate of about 3.1 new pesos to the dollar rather than about 3,100
pesos to the dollar. "In most countries, the exchange rate is 5-to-1 or 10-to-1 in terms of dollars," said
John Rhoads, president of Casa de Bolsa, a brokerage house. "It's much more practical, much more
viable. It will make shopping in the supermarket easier. It's crazy now going to the supermarket
and paying 743,410 pesos. It takes a long time to figure out." He also said check writing has become
absurd because there isn't enough room to write the sums. "Imagine writing a check for 14,573,734
pesos in longhand," he said. "You can't even separate the words and still there isn't room." That
sum represents less than US$5,000. Calculations become much more difficult when higher sums say
for the price of a house are involved because there is no Spanish word for "billion" and quantities
that large are described as "a thousand million." Few people understand these figures without
the aid of a calculator and many calculators cannot handle figures that high, said Adrian Lajous,
a former director of the Bank of Mexico. He said the new currency makes sense for these reasons
and there is no economic reason why the change should spur inflation. Nonetheless, he admitted
there are widespread fears merchants will use the transition to raise prices, despite wage and price
controls imposed by a pact between labor, industry and the government. He said the government
can be expected to use teams of inspectors to monitor prices to make sure that price guidelines are
not violated when the new peso starts circulating. "They'll have inspectors out en masse, and they'll
start closing stores that raise prices," Mr. Lajous said. "When they close two or three a day and
you're reading about it in the newspapers, that's a good reason not to be raising prices." Despite the
government's effort to inform the public, Mr. Lajous said that many uneducated Mexicans believe
they won't be able to buy food once the new money is in use because they know they will be earning
far fewer new pesos than they did before the zeros were deleted. "There is a lot of confusion," he
said. "It's hard to explain to some people, you have to explain to them that prices will go down as
well. More sophisticated people understand that but worry that merchants will use the change
as a pretext to raise prices." Alberto Usobiaga, vice president of the Mexican Investment Board,
said American businesspeople with interests in Mexico should not worry that the currency change
will disrupt the market or have any impact on the peso-dollar exchange rate, which allows for a
small daily depreciation of the peso. "Businesspeople in Texas have been living with this floating
exchange rate for at least a decade," he said. "Many thought it would create a crisis in monetary
transactions, but nothing happened. People in Texas are very used to this difficult floating system,
so putting the decimal point three places to the left will not hurt them or be hard in any way. This
will not bring inflation." In the cheese shop, Mrs. Silva said she is willing to do her part to keep
prices down. She said she plans to continue selling dairy products at the "official" prices - unless, of
course, her suppliers hike the price she has to pay for cheese, milk and yogurt. "I don't know if milk
will go up on Jan. 1 or not," she said. "If the price I pay doesn't go up, then I won't have to change
my system. I really don't know."
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